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UNITED STATES ENVIRONMENTAL PROTECTION AdENCY 
WASHINGTON, D.C. 20460 

August 16, 1977 

Mr. James 0. McDonald 
Director, Enforcement Division 
Environmental Protection Agency 
Region V 
230 South Dearborn Street 
Chicago, Illinois 60604 

Dear Jim: 

Attached are the assumptions and the noncompliance penalty calcu-
lations requested by Alex Palikoff. The numbers to work from are 
the non-tax deductible penalty numbers in the right-hand columns. 
The base annual assessment is the number to use when requesting an 
up-front settlement. For example in Case I, if the company was or 
will be out of compliance for 2 years and 9 months, the settlement 
would be $8,878,953 ($3,228,710- x 2.75 years). 

The payment schedule is to be used if the firm opts to make periodic 
payments. Again, using Case I, assume the firm will be out of 
compliance for 2 years and 9 months. If the firm wants to make 
periodic payments, it would pay: $3,551,580 at the end of the fjrst 
year or $281,896 per month the first year; $3,906,738 at the end of 
of the second year or $341,094 per month the second year; and 
$3,223,058 at the end of the ninth month of the third year OT 
$341,094 per month for 9 months of the third year. 

If you have any questions do not hesitate to contact me (FTS: 755-2677). 
We are willing to assist you in any way we can. 

Sincerely yours, 

) N-J  

Robert L. Greene 
Economic Analysis Division (PM-220) 

Attachment 

, 
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U. S. STEEL - GARY 

CASE I  

Assumptions  

Capital Investment = $67, 000, 000 
Initial Operating and Maintenance Expense = $2, 250, 000 d-<- - 
Investment tax credit = .05 
Income tax rate = . 51 
Inflation rate = .10 
Return on equity = .111 
Interest rate = .111 
Equity share of investment = 0 
Depreciation method = Sum-of-years digits 
Depreciable life = 5 years 
Useful life = 15 years 

CASE II 

Assumptions: Same as Case I except useful life increase to 
20 years. 

CASE III  

Assumptions:  Same as Case I except equity share of investment 
increased to 70 percent. 

CASE IV  

Assumptions:  Same as Case I except equity share increase to 70 percent 
and useful life increased to 20 years. 
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INITT'AL 1 00,0r!0 
INITIAL TINuoi. 1 7.  
INOESTMENT TT), P1TP7 
INCOHE TA2.1 RAT7 ?,51 
INPLATTON rr:rri.-7. 7,1 
DI joco.,,,,ld qr.'s)3COM T ?,111 Pe.+,,r, of) 
INT7REST ?.111' 
EQUITY !3!--Inpr. or TH!.IrTirNT .20 
OFRRECTATTON lETHOO frrin ?? 
DEPRECIATION LT7F IN YEAR!; 
USEFUL LIFE TN YFIRS '715 

ASSESMENT r:OR NONCOMPLIANCE 

T9',4-oEDUCTTAL.E NON TI7s -oEOUCTIKE 
FEE PENALTY 

CAPITAL RECOUFRY 
F9rT017., 0,064A 

. 9NNum. 
AASESSMEHT 3.2.7371E4- 

t_ SCHEDULE 

YEAR 
TAX-OEDUCTIE NON T9.:,:-nEnucTTTLE: 

ANN!IAL MONTHLY ANNUAL !IONTHLY 

1 7,2Y.81?":F.F;; ''',77'1299, 7,.551';'.7:1-S 77.:7!194., 
2 7.972977+-S -,S-4:7:923, 79'.1:S77 71?9!7:5„ 

0 7, T77922;::: :...c.1611:71, :-L2.7,,7;.1 1 2,T.  
U. 9...L.--,u-7?57.1-. 7E,5721. ',..„ 7?-'177.+ 77T=420-3, 
5 1,7::-:,1?'7:',7+.7 A'4. 297. '-"2,1'FF:19.7.7*.;:., L;12772u, 
-::-. 1.1 -';77?--.4-7 9? s527, '11,71:7.1257i-E. 4i=7799.':., ,. .1..2.J!'19'E.1.7 11.'1 .=.11 7.7 ..:."... -.7:91?Q.F.1--;F '4'.7197..71.S, 

1Y11.7"4.57.+7 1.1?1'3'70.7f::F. :':.:..??1'-'2E-1.- 5u.743-2.5. i 9 1,552-77Ff-7 1 .?332!'iFFA 7 .':7,171 117f:,:,  
10 I - -l• 1:755274-....; 'D,7-70.1+LI.E+4. 
11 1'3791 1,T??1771---.'; .-.4.21,1A,T..1-$  

!,S;11 -35.PEi‹,, 1I- i'1 '7'.1 1.1.29':', 
1 -2: 2 2714 7 7 7 1- 7 1 . 3 Ct 5'57.1F i-;.:,--, 1 ., 11..S'4'-.7. +.7 :7! :31-!7 1 !? . 
1'.-!.. .. 7..57t7 1,990AEFA 1,??.:S12!7+.7 9771?.1, 

( 15 :-7.. . 75211  7.1 5.  +.7 .....:: . 1 !-....:$.4. f.;9!::: f i; 1 , -7::'4:::' 'I 'F.  +:' 1  
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9ASE ANY11AL 
nssEsS1EHT 

- TT< -nEnucT T 2LE 
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9 1 . , +1; 512003 
10 , ;4-40.7,-p•E 4-7 1 , 
11 91'f'5  1 . +.6 , 6 61 

. 1 , 39099F 2, 5971974. 
17 , 92771.4. 7. +.7 1.57000E+,!7,  
414 , 1?-0517. I-7 1,9399E4--A 1 97995E+7 924714, 
15 1 1-Y7:951 -1 7  90 7 1 

25;S59171 07S54E f6 1 27'K 4-7 99 73!") 4 . 
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19 7, 4-1$1071- 2, 1. '.:-,7740E.4. 7 . 7::321 1'77. 

20 7.75 1C4-7  2,921 717f::::,  19497402 1.4:::...103E4-6 
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INITIAL INLIEST1F.NT 267000000 
INITIAL ANMM. E!,),RFWE ?2250000 
INOESTMENT f iT' T.05 
INCOME TTe, RATE 2.51 
INFLATION RATE 2.1 
DISCOUNT RATE 2.111 
INTEREST RATE 2,111 
EOUITY SHARE OF INUESPIENT ?.7 
DEPRECIATTom NETHoo - RL-1 AND 008=7 ?2 
DEPRECIATION LTEE TN YEARS T5 
USEFUL LIFE IN YEARS 215 

ASRESSMENT FOR NONCOMPLIANCE 

TAX-DEDUCTIRLE NON T9!.<-7JEDUCTICLE 
FEE PENALTY 

CAPITAL RECOuFRY 

C 
FACTOR 0.0759 0.0772 

WISE MANNA'. 
ASSESSMENT 7,37971E+6 

0 SCHEDULE 

YEAR• 
TAX-DEOUCTT8LE NON TW-OEDUCTI2LE 

ANNJM_ , MONTHLY ANNUAL MONTHLY 

1 8.061E +6 640212. 3..95233E+6 717724, 
2872574 771,4.234_ 4.74756E+6 745079. 
9.75927E+6 7.7;j-j7-7,57, U',7!?..?..72.EfIS 7.79592, 

I 1,27759E+7 :'.,.:!52127. 5250549 417940_, 
5 1,12094E+7 97,7775. 5.72660E+6 459294. 

12990775 1,07117E+6 6.76526E+6 505224, 
1.42894E+7 1,174197+6 7.0017. 7.,HS 55574S. 
15712709 1,24759E4-6 7.72197E+6 611720. 

9 1,701E+7 1,772:35E+6 9,47217E+6 672493. 
. 10 1.90191E+7  1.Y2959r77.4-,'F, 9,71972E+6 779698. 
' 11 2092107 1 +6 1,02517E+7 217668. 

2.70172E+7 f,97.0F+6 11?7657 77:95974, 
17 25314496 ?.?092.-.F.,E+6 1,24041E+7 . 994578. 
14 2,72459E+7 2.21019E+ 1.36449E+7 1.082:99E+6 

70679527 2.47121E+6 1,50090E+7 1.19129E+6 

,) 



INITIAL IN!.IESTMENT *7,67000000 
INITIAL 111111 li-I' I 1 rti ..l3Ijtj00 
TmEsTmEHT RATE 
INCOME RATE ?.51 
INFLATION RATE 2.1 
nIscourm R917 2.111 
INTEREST PATE ?.111 
EQUITY .7...,HnP.r. r1F IM1.JESTMENT ?.7 
OEPRECIATI1N METHOD S1'D:=2 AND 
DEPRECIATION LIFE TN ?5 
USEFUL LIFE TN kr-7.nr,7:!3 ?20 

noo=7 ?2 

ASSESSMENT EOP NONCOMPLIANCE 

C 

C TAX-DEOUCTILE 
FEE 

(T. CAPITAL RECOOFRY 
FACTOR 0..0537 

8ASE 
ASSESSMENT  

NON "TAX-OEDUCTI8LE 
• PENALTY 

0.0286 

7.01606E+6 

C; 

SCHEDULE 

YEAR 

IL 

TA-OEDUCTI8LE NON TA.....-DEDUCTI9LE 
qmNuciL MONTHLY . ANNUAL MONTHLY 

• 
6770750 7.71767E+6 267779. 
7.1-1..4722,E+6 591111.9, 7.6494.7E+6 289567. 
9.1921E+6 650267. '4.01,-1-38E+6 713629. 1 

9911363 715299. 4.1532E+6 759492, 
9.91795E+6 796819. v...95740E+6  
1090 '4760 865501. 5. 74714E+6 424.095 . 
1 19949E+7 95?051 5 .377-450 466505. 
1.71947E+7 1,04726E+6 6. .51'4A 513155. 

9 1.'45177E+7 1,15199E+6 7. 11171+. 561447-L 
10 1.59651E+7 1.,?6719F+6 7,92299E+6 620918, 
11 1,75616E+7 1,79790E+6 3,695177+6 687010. 
12 1.971-27.7i-7  1,577'29E+6 9.146569E+6 751711, 
1 2.12495E+7 1,63662E+6 1,041277+7 326442. 

U.• 2'33 7,414 f-7, .8r;1528E+6 1.1 11.5757+7 909096. 
1 '5 „ '57 1 1 '707 FT 2,940801.7+6 1.25993E+-7  999994. 
16 ?,244997+6 1.33597E+7 1.09999E+6 
17 7,, 1 1 1 1 1.'7 (-7 2 F6 . 75214 '4 + 7 1 . 9!7.  f 
13 742225'49 271'F,711 1.67690E+7 1.77099E+6 
19 :S1414  !7: q:79 LVF. '7: '4 14 177T+ .7 1 '4640 9 + 6 
2c! ii I I' . 3.?3674E+6. 2.92905E+7 1.51950E+6 
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